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SUMMARY 


In the past two years Rwanda registered large increases in international 
trade and a very substantial jump in per capita income. However, these 
positive developments stem from cyclical factors outside of GOR efforts, 
chiefly the phenomenal rise of coffee and tea prices. As coffee/tea 
prices settle to their accustomed levels, Rwanda will again have to 


grapple with its formidable development problems withcut the cushion of 
abundant export receipts. 


Rwanda suffers from the ills commonly associated with economies based 
primarily on subsistence agriculture, a burgeoning population (the highest 
population density in Africa), insufficient budgeting receipts, limited 
commodity exports and heavy reliance on foreign assistance. Rwanda is 
additionally handicapped by its land-locked dependence on inadequate and 
occasionally politically-disrupted routes to the ports of Mombasa and 

Dar es Salaam. 


Nevertheless, the return of political stability following the formation of 
the Second Republic, the implementation of a foreign policy which has 
improved former tense relations with immediate neighbors, the imposition of 
governmental discipline, and rapidly increasing foreign assistance (parti- 
cularly in infrastructure) are providing a base for moderate economic 
improvement. 


Specific sectors of the economy -- particularly commodity exports and 
foreign assistance projects -- are receiving considerable investment 
capital. For other sectors -- notably energy supplies, agricultural 
production, and transportation -- the future poses major problems. 


Within this context and Rwanda's relatively open economy, US business 

firms have some opportunities. Infrastructure projects such as roads provide 
prospects for capital goods; there is a need for commercial capital (bank 
loans) and services (such as air cargo), and the possibility of private 
investment in export commodities (such as tea), as well as energy and tourism 
projects. Rwanda recently joined the International Finance Corporation (IFC) 
and the first American private investment, a tea factory, is under con- 
struction. The US continues to be the major purchaser of Rwandan coffee 

and tea, but is not a major supplier to this remote market. 


AGRICULTURAL SECTOR 


Rwanda's economy is overwhelmingly rural, with some 95 percent of the 
population employed in the rural sector, chiefly engaged in subsistence 
farming. The main consumption crops grown are bananas, sweet potatoes, 
beans and manioc. Approximately 30 percent of banana production is 
marketed commercially and almost all of the banana crop, including that 
consumed by the producer, goes into beer production. Only an estimated 
25 percent of other major food crops are sold commercially. 
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Four percent of arable land is devoted to cash crop/export farming. Coffee, 
the leading export earner bringing in 60 percent of export earnings and 

45 percent of government revenue in 1976, is grown on an individual small- 
holder basis. Record 1976 prices brought export receipts totalling 69.26 
million dollars, some of which was received for coffee grown in neigh- 
boring countries and clandestinely brought to Rwanda. Tea, Rwanda's 

second largest agricultural export crop, reached the 5.9 million dollar 
mark in 1976. Rwanda has one of the world's most ideal climates for tea, 
and tea exports which have almost doubled just since 1973, are expected to 
increase by another 66 percent by 1981. One important reason for the anti- 
cipated boost in tea exports is the privately financed American factory 
which is scheduled to begin operation by the end of 1978. 


The production of crude pyrethrum extract, which is largely exported to 

the United States for use as an insecticide, has continued to decline for 
the past two years. The major problems stem from the drying cooperative 

and processing plant's cash flow difficulties. It is hoped that the 
addition of another pyrethrum extract facility will allow USINEX (government 
owned processing facility) to produce a purer extract and thereby expand 
marketing possibilities. A feasibility study is now underway and financing 
may be forthcoming. 
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TOURISM 


Although almost inaccessible except by air, and little-known as a tourist 
attraction, Rwanda offers remarkable possibilities in terms of the 
natural beauty of the country, its wildlife in two national parks, and the 
friendly attitude of the people. Only some 5000 tourists visited Rwanda 
in 1976, but the government's promotion efforts are expected to bring 
substantial annual increases. The recently completed first class 60-room 
guesthouse in Akagera national park is a promising attraction. The 
guesthouse was financed by Belgium and is run by Sabena, the Belgian 
airline. In addition, a first class hotel is being built at Gisenyi 

on Lake Kivu, another natural tourist attraction. Hotel capacity at 
Kigali, the capital city, will almost double with completion of a 
100-room Libyan-financed first class hotel and the extension of one of 
the existing first class hotels. 


BALANCE OF PAYMENTS 


Thanks to a record value of exports in 1976 ($104.3 million) Rwanda chalked 
up a commodity balance surplus for the first time in several years. 

In 1976 foreign exchange reserves more than doubled to $59.1 million, 
reflecting the positive balance of surplus trade position and a substantial 
inflow of grant assistance. 1977 promises to bring export receipts of 

$139 million for an overall balance of payments surplus of $46 million. 
Foreign exchange reserves may pass $100 million, equivalent to almost 

a full year's imports. 


Foreign assistance plays a critical role in the Rwandan economy, where 
development requirements far outstrip domestic investment capabilities. 
Such assistance now finances about 50 percent of public expenditures, 
with the agricultural sector receiving 20 percent of all foreign aid. 
Rwanda traditionally depends on a high inflow of grant assistance to 
counterbalance chronic deficits on the trade account. Because most loans 
are on a highly concessional basis or in the form of outright grants, 
debt servicing does not yet loom as a serious problem. 


- . . . 7 db . . 
Belgium leads the donor's list, annually providing some $20 million, one 
fourth of total aid. The European Development Fund of the Common Market, 
the World Bank (IDA), France, the Federal Republic of Germany, the 
People's Republic of China, and United Nations agencies are other major donors. 


The United States intends to increase its aid role in Rwanda. It is 
currently operating a $2.9 million food marketing and storage project 
which is designed to minimize seasonal fluctuations in prices of staple 
crops (beans and sorghum.) Projects under study include assistance to 
rural education, fish cultivation, methane gas production, and area agri- 
cultural development. 





public has been in power since 1973 and 

cornerstone of its national policy. 
development plan which establishes 

focus to Rwanda's development drive. 

the agricultural sector (especially 
ffo increase productivity and farm 
development funds for showcase industrial 
development efforts, virtually everyone 

required to devote one-half-day per 


gi ves 


cal policies have 
was marked by a 
rate of inflation 
e-line policy 

keep the lid on 
years, the 1977 

hanks to the still-high 

expenditures are ear- 
employees (25 percent of all 

are heavily dependent on 


interest rates which run 9 percent 
percent at commercial banks, may be 





Rwanda suffers from a 
aes development 
seem to be mostly 
gher aotten prices reversing 


1.8 million is engaged in agri- 
level. The population, already 
alarming rate of 2.8 
e again in 25 years. Economic 
barely exceeded population increases. 
problems are just beginning. Foreign assistance 
wigs need to achieve a 3 percent yearly 
sector in order to keep the nation from 
“next quarter century. However, virtually 
"Ss zerland of Africa" is already under 


Switze 


tivation by traditional methods is actually 

yields A dramatic reversal in agricultural 
by a progressive national 
government is aware of the 

because of 


stence 


unable take major initiatives 





entrenched traditional attitudes and lack of key resources. 


As a landlocked nation over 1,000 miles from the nearest Indian Ocean 
port, Mombasa, Rwanda must cope with formidable transportation problems 
which inhibit the expansion of its foreign trade in both directions. There 
is no railroad. Dependence on road transit through Uganda to Kenya and 
the sea (the route through which 80 percent of all trade passes) was 
starkly demonstrated in 1976 with the several week closure of the Kenya/ 
Uganda border. Domestic transport was paralyzed and commercial activity 
nearly came to a standstill. An October 1977 decision by the Ugandan 
government to limit the maximum weight of commercial vehicles transiting 
Uganda to 35 tons has again made access to international suppliers and 
buyers more difficult and increased inflationary pressures. It is hoped 
that the recently completed asphalt road from Kigali to the Tanzanian 
border (built by the Peoples Republic of China) will provide an important 
alternate route via Dar es Salaam once the road is extended to Tanzania's 
railhead. Complete financing for the project is still uncertain, although 
a number of donors have shown interest. Under the circumstances, a 
remarkably large portion of export commodities - notably coffee and 
wolfram ore - are shipped by air to Mombasa or Brussels. But such basic 
import needs as petroleum products, cement, and steel must be trucked 

in at high cost and with unreliable delivery. 


Seeking new avenues to spur development, Rwanda is hoping to generate 
regional projects with its neighbors (notably methane exploitation with 
Zaire and Burundi, and a hydroelectric project with Tanzania and Burundi), 
Rwanda is also seeking to attract private investment and overcome the 
limited availability of investment capital and skilled labor. The 
recently adopted investment code will encourage Rwandan entrepreneures 

by extending investment privileges to them that had been reserved in the 
past for expatriate investors, and by setting their minimum capitalization 
levels at one half of that required of expatriates. 


IMPLICATIONS FOR THE UNITED STATES 


Rwanda's precarious development position limits business opportunities 
for American investors and traders. Potential investors must be 
improvisational, persistent, and able to cope with unanticipated delays 
which prolong the investment cycle. 


Although the GOR is not fully equipped to facilitate private investment 
efforts, it is very interested in attracting new investment. The 
Foreign Investment Code recognizes the right of 100 percent foreign- 
owned enterprises to operate in Rwanda. The repatriation of profits 
provisions are generally liberal, as are most other provisions in the 
code. Rwanda is a member of the International Finance Corporation with 
membership providing investor services in the private sector, including 
project identification. 


U.S. engineering or construction firms already familiar with East or 
Central African markets may find it profitable to bid on infrastructure 
projects financed by multilateral institutions. American firms providing 
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technical services such as project management contracts (particularly in 

the agricultural sector which is receiving major bilateral and multi- 
lateral attention) may also find opportunities. Other potential growth 

areas include air shipment of key exports and imports in order to bypass 
difficult overland conditions. Experimental air shipments of tea, pyrethrun, 
vegetables, flowers and even ores have occurred. The growing tourism 
industry might prove interesting to U.S. carriers once more air passenger 
demand develops. 


TRADE 


American export sales opportunities continue to center on used clothing, 
where prospects for continued mid-term growth are good. However, in the 
longer term, Rwanda's embryonic textile industry will displace a portion 

of these sales. Other opportunities may arise for the resale of used 

and rebuilt machinery such as pumps and generators. There are opportunities 
for limited sales of business equipment and consumer goods. The smallness 
of the Rwandan market and high transportation/handling costs are major 
limiting factors. 


The U.S. continues to be Rwanda's largest customer, taking 40 percent of 
exports in 1976 through coffee, tea, and pyrethrum purchases. While 
U.S. purchases vary marginally, there is no reason to expect any major 
shift in the market share in the near future. 
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